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Economic depression, 

From local reports it appears that London is 
unduely alarmed at economic depression in Japan 
which is a natural result of long continued boom and 
recent speculation. Sudden contraction of credit ty 
Japanese Banks precipitated the Slump which should 
prepare way ,for return to sound business enterprize. 
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Regie | F1039/708/23. Financial Crisis in Japan. 


TELEGRAM FROM Refers to Tokio telegram No.155 of lst May, 

Sir C.Bliot, (Tokio) | (F708/708/23) and quotes report from Commercial 

aaa Secretary. Runs on small banks, but Government are 

No. 213 (R) assisting sound concerns and situation should be 
appreciably relieved by end of June, Substantial 

Data 4th June, 1920, | Japanese firms should weather crisis, 
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F >; Japan, 


sats F, Fn ee ee ee ce ce 





Last Pp aper. : ( Minutes.) 
” 
| Colce. i Baw To aacol bee 7 
0 & ] toc 
F ¥ it aa 7-10. 

P. 1. ty A 
. bn : 
(Print.) a. |) ee ea 
} < - 
a VeZ. 





(How disposed of.) L GML, 


Way ef the 4/20 
: (34) DO. 


pre pte 





(Action | (Index.) 
completed.) 


Ls a tne ee or OU sa Rieti denarii So path Ste 





(ep) (672703 Wr. 33326/1 Gp. 163 3,000 1-20 WB & 1. 





6 CAD 


Decypher, hryAdeton, (Tokio), | 
a ns June 4th, 1920, 


De 12.10.p.m. June 4th.1920, 

R. 10.50.a.m, June 5th.1920, 
No.cl3, (R). 

Wo enmerensonennens 

My tclegram No.155, 

Following from Commercial (?Secretary), 

Suspension of imuiness (Ywith) bank which ie 
controlled by Moga one of the most prominent mer- 
chante in Japan hos been followed by runs on a 
few other small banks. Government nre assisting: 
funda of sound concerns throurh bank of ( ?Japan) 
(fand omitted) situation chould be appreciably ree 
lieved by end of ( @June) though many minor fadlures 
are expected, ‘Thanks to larre profits amassed during 
the wer substantial Japanese foreicn firms should 
weather crisis. : 
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Financial Situation in Japan. 
Refers to Tokio telegram No.213 of June 4th 


(#1039/708/23) and gives further report of Con- 
mercial Secretary. financial situation still un- 
settled and recovery is not expected for two or 
three months. 
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Decypher. Sir C. Eliot (Tokio) 26th June 1920 
De 1-20 poem. 26th June 1920 
R. 11.30 am. 28th June 1920 

No. 244 (R) | 


My telegram No. 213. 

Following from Commercial Secretary: - 

Financial situation still unsettled and recovery 
is not expected for 2 or 3 months which will be 
required for paying for imports. 

Principle immediate obstacles are adjustment 
of (?0utstanding) contracts between spinners and 
yarn dealers at Osaka and contimed suspension of 
74th Bank, which may be taken over by Yasuda as 
outcome of negotiations now progressing favourably. 

Amongst big firms only recorded failure is 
idogi though there are persistant rumours about 
dangerous position of (?Imikawa) Kuhara Asano. 

Trade balance contimes adverse though there 
are signs of gradual improvement owing to import 
cancellations and renewed export activity especially 
in (?silk). 

| ‘Bank amalgamations are expected after return 
to normal conditions: only noteworthy amalgamation 
so far is that of Naniwa Kawasaki and 15th Bank 
under name of 15th Bank. 
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FROM : 

Board of Trade. -_ 
icra Statés representations have been received on 
No. CRT. 2857 subject. Impression prevails in trading circles 

that Japane 


Dailth July,1920. 


se importers are acting partly as result 
Received Sth July,1920 


of pressube put upon Banks by Japanese Govt. to 
prevent or limit imports into Japan; ‘Surgests 
matter be referred by telegram to HeM 


eAmbassador ! 

) for discreet enquiry. | 
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- “Am {ty ther communication should be 
address¢ _ 

THE ASSISTANT SECRETARY, 
at the address given opposite. 


The following letter and number should 
be quoted :—- 


C.R.T. 2634 


Telegraphic Address: 
COLASTA, PARL, LONDON. 





Telephone No.: 3840 Victoria. 


ily Lord, 


BOARD OF TRADE 8 
(COMMERCIAL RELATIONS AND TREATIES 
DEPARTMENT), 
GREAT GEORGE STREET, 
LONDON, S.W.1. 
"th July, 1920. 





I am directed by the Board of Trade to state that 


fai 


ary have received representations with regard to the 
ure of the firm of Shibakawa and Soman) ait ee 
of Japan to carry out reed he contracts in 

have entered for the pure 


o which they 
ase of wool textiles from 


this country to the value of about £700,000 (Seven 
Hundred Thousand Pounds). ‘They understand that the 
firm are only prepared to pay for goods for which 
invoices and documents have already been received, to 
the value of £80,0C0 (Eighty Thousand Pounds) if they 
are released from all further obligations under their 
contracts without Se co ae Negotiations have taxen 


place with representa 


ives of the firm in tne United 


Kingdom but have so far not resulted in an arrangement. 
The latest ovfer made by the bradford Chamber 

of Gomaerce on behalf of the suppliers is that tney 
should receive payment for da already shipped to 


Jajan or in port awaiting s 


ipment, but would waive all 


the remaining contracts, provided Shibakawa and Gompany 
would undertake to pay in six months Bills guaranteed 
by the Yokohama Specie sank 30, of the sale value of 
all undelivered orders aS compensation for cancellation. 


the firm are believed to be largely financed by 


the Sumotimo Bank in Japan and the iapression prevails 
in trading circles, that the Japanese importers are 
The Under Secretary of state, : 


Foreign Office, 
Deile 


Les /acting 


r - 


acting partly -as a result of pressure put upon 
the Banks by the Japanese Government te neereat or 
limit imports into Japan. 


In these circumstances I am to pela for the 
consideration of Lord Gurzon of Kedleston that the 
substance of the oe ee of this 
letter should be telegraphed to dis idajesty's 
Ambassador at Tokio with instructions to make — 
discreet en vary as to whether there is any. 
foundation for the view that the Company's action 
is a result of such Government pressure or whether 
the case appears to be simply one of default on 

the part of the particular Company concerned. 


I have the honour to be, 


et 
Your obedient Servant, 


S[ Chapman 
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Cypher telegram to Sir C.Eliot, (Tokio), 
Foreign Office, July 12th.1920. 6.0.p.m. 
No.240. | 


Confidential. 

Shibakawa and Company have failed to fulfil 
contracts for purchase of wool textiles amounting 
to seven hundred thousand pounds. 

Firm are apparently only prepared to pay for 
goods for which invoices and documents have already 
been received to the value of eighty thousand 
pounds if they are released from all further ob- 
ligations under their contracts without compensation. 

Bradford Chamber of Commerce offer on behalf 
of the suppliers that latter should receive payment 
for goods already shipped to Japan or in port 
awaiting shipment, but they would waive all remaining 
contracts provided Shibakawa undertake to pay in 
six months bills guaranteed by the Yokohama Specie 
Bank thirty per cent of the sale value of all un- 
delivered orders as compensation for cancellation. 

Negotiations with firms representatives in 
the United Kingdom so far unsuccessful. 

The impression prevails fhe trading circles 
that the Japanese importers are acting thus partly 
as a result of pressure put upon the Banks financing 
the firm by the Japanese Government which wishes 
to limit or prevent imports into Japan. 
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A contract to purchase wool textiles to the 
amount of £700,000 was made by Shibakawa which they have 
failed to carry out. 

It appears that firm are prepared, if they are 
freed of all other obligations under their contracts 
without compensation, to pay for goods for which they have 
alreatly received invoices and documents and which amount 
to about £89000, 

On behalf ef the suppliers, an offer is made by 
Bradford Chamber of Commerce, to take payment for goods 
already shipped to Japan, or in port awaiting shipment, and 
to set aside all other contracts which remain on condition 
that Shibakawa make an undertaking to pay within 6 months 
bills which have been guaranteed by Yokohama Specie Bank 
30% of the sale value of all undelivered orders, as compen 
sation for cancellation. 

No success has yet attended negotiations with 
firms representatives in the United Kingdom. 

It is considered in trading ciroles that Japanese 
importers’ action is partly brouglt about by pressure which 
has been brought to bear on the Banks which are financing 
the firm by Japanese Government which is anxious to restrict 
or do away altogether with imports into Japan. 

You should try and find out carefully if this is 
really the case or whether it is a plain case of default 
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on the part of this firm. 
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Failure of Shibakawa and Company to fulfil large 


Regishy, B 1619/708/23, 
contracts Tor purcnase of woo n e ngaom, 


| Number 
TELEGRAM FROM 
Sir C,Bliot, (Tokio) 


No. 278. 








Refers to Foreign Office telegram No. 240 of 
12th July, (F1397/708/23) and reports Commercial 
Secretary has made representations to Commercial 
Bureau, It is not thought action has been dictated 
by Japanese Government who desire to smooth over 


rather than promote difficultie 
ead tn, 8 with foreign 


Dated 24th July, 1920, 
Received 28th July, 1920, 


F : Japan. 
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Decypher. Sir CeEliot, (Toko Qo), 15 
~ July 24th.1920. 


De 2eSO0ePpome July 24th.1920. 


Re 12.10.pem July 28th.1920. 
No.278. 


Your telegram No. 240. 

Commercial Secretary who has been dealing with 
matter (?at the request of) (?Bradford Chamber of 
Commerce) and has made representations to Commercial 
Bureaue 

| Japanese Foreign Office does not think (?action) 
of firm has been dictated in any way by Government 
who are apparently anxious to minimize seriousness 
of present depression and would therefore desire to 


smooth over, rather than promote, difficulties, with 
foreign countries. 
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FROM F,0.Minute, 


Report on Japanese business metnods, 


Refers to combination of shipping interests 
by the Nyk and the Osk concerns, Also gives an 
' No. Confidential. illustration of how crooked business in Japan is 
A at the present time, | 


Dated 
Received 15th Sent. 1920 


F <<: Japan, 
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In order to gain more influence in the control of 


{ 
“politics, etc., I hear that the Nyk and the Osk will probably 


combine their large shipping interests, Baron Kondo is to 
retire and Mr. Neksheshi, Minister of Education, is to be the 
President of the new concern. This places a strong 


Seiyukai man at the head of the powerful shipping interests. 
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To give you an dliustration of how crooked business is 
today in Japan: Kuhara are just about bankrupt and have raised 
Yen 1,500,000 out of the Mitsui Bank rather cunningly. . Kuharg 
chartered one of the UeSeAe Shipping Board vessels in New 
York for e trip charter to Japan vie South America. ‘The 
vessel was loaded with 7,800 tons of Nitrates, valued at 
21 million Yen. Kuhara South America shipped on an 
ordinary B/Ie, and then drew a sight draft on their Kobe 
Office through Mitsui, on the Letter of Credit established 
by the Bank of Taiwan, At Kobe, without the B L., Kuhara 
arranged to take delivery by virtue of their Charter Party - 
ignoring the Bank ownership through the Bill of Ladinge 
Goods were landed and sold; draft was accepted by Xuhare 
put as they have no money - having used the money raised 
by selling the Nitrates to pay other Bills - Mitsui are 
atuck for the 2} million yen paid out in South America to 
the shippers. An attempt is being made to hold the 

Admiral / 


18 


Admiral Line - agents for the U.S.S. Shipping Board - | 
responsible; but it denotes how far Kuhara and their copper 
gamble have lowered trading morality among the magnates. 
Mitsui are coming in for a good deal of outspoken 
oxiideten at present, the general run of Japanese firms 
representing the continual support given to the Mitsuis by 


the Japanese Government to the exclusion of smaller fry. 
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fhe Under-Secretary of State for Foreign Affairs 
presents his compliments to the Comptroller General of 
the Department of Overseas Trade, amd begs to transmit 
to him for Wid information the enclosed report derived 


from e confidential source. 


FOREIGN OFFICE, S.W.l, 
September 16th, 1920. 
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peso | F 2136/708/23, Serious Commercial situation in Japan, 


Number 
Refers to Overseas telegram 0.250 and 

"gir Ci foty (Tovio) transmits comments by Commercial Counsellor, Tokio, 
Be Coit es, oe on the serious financial position of various leading 
No. 345 (R) Japanese firms, Shipning firms in particular are in 
fe eretgehe In ole of this, financial situation of 

€ wnole country is sound, as sho by cont e 
Dated 13th Sept. 1920, imports of earl States that the Rive oo : 
Received19th Sept, 1920,| promises very well, 
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Decypher. Sir c. tot ai tokio) 
eptember lath. 192). 


De Le WePele September 13th. 192%). 
Fe 5-Hepem. September 14th. 1920. 
NOe 345. (KF). 


HBS OHHH DSEHONSDZOS 


Your telegram 250. Overseas. 

Pollowing frum Commereial Counsellor. 

“General commercial situation haa become more 
B86Yilous letely and competent judges consider no ine 
provement is likely until next Gpring but financial 
aituation of country as a whole ia quite sound as can 
be judged by fact that imports of specie continue. 
Total net gold Laperte up w date from January lst. 
anount to over Yen 100,000,000. Keason for importe 
of gold is that although imports of commodities exceed 
exports, import Billa (7 are not) being met on maturity 
and have to be renewed and at the same time exporte 
have to be financed. 

Many of leading Japanese firus are in serious 
aifficulties. tiasuda Trading Company has incurred 
heavy losses reported to be Yen 20,00)},0K), but I am 
informed on reliable authority that when assete of 
asuda Trading Company and associated companies, 


agude Gomei Kaidaha and Masuda Maguzo, are pooled they 


will meet liabilities. Creditors are to decide next 
week 
‘fae | cain, 
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23 
(3) | 
week whether they will allow firm to carry on. 1 
understand Abe Kobei, who is associated with Masuda 
in some undertakings, is not affected by losses. 

other coneerns which are in serious pesition are 
Shima and Company, Yuasa and Company, and Kuhuara 
Trading Company. 

“Purukewa, Shibakawa, Iwai, and Choit(? y) are alee 
all in difficulties and in fact the greatest caution is 
needed before trading with any firm at the present 
MOMeNb. | 

Unemployment is increasing and factories in 
general are restricting output. | 

Shipping firme in perticular are in distress, 
over 300,000 tons being tied up idle. 

There are some 750,000 tons of goods in the Customs 
warehouses of which delivery has not yet been taken 
and stocks have been partly cleared; improvement is 
unlikely, but Banks are refusing credits for fresh im- 
port business and etocks should gradually go inte 
consumption. 

Kice ergp promises very well. Official report 
up to August 15th. places crop at 56,000,000 Koku, 

3% million above average. ‘eather since then has been 
favourable end critical period now past. | 
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JAPAN. : [December 9.] 
CONFIDENTIAL. SecTion 1. 
[F 3138 /708 /23] No. 1. 


Mr. Crowe to Department of Overseas Trade —(Received at Foreign. Office 


December 9.) 
No. 175 (B). Overseas Trade.) 
ir, Tokyo, September 30, 1920. 

WITH reference to my despatch No. 166 (B Overseas Trade, of the 
22nd September, and previous correspondence on the subject of the present 
commercial depression in Japan, I have the honour to report that I have. recently 
paid a visit to Osaka and Kobe, where the situation is even more acute than in the 
north, and after interviews with many leading business. men, both Japanese and 
foreign, I have formed the following impressions :— 


The general opinion seems to be that matters will grow worse before the end 
of the year, and that there is no hope of improvement before spring. Any improve- 
ment which may then be forthcoming will be dependent on conditions in America. 
In spite of the pessimistic views which are held by many competent, judges, I still 
adhere to the opinion expressed in my despatch No. 114 (B), Overseas Trade, of the 
6th August, that the country as a whole is financially sound. But it becomes more 
than ever necessary to appreciate as an important factor in the situation the 
mercurial temperament of the Japanese people, which makes them sink to-day to 
unwarranted depths of pessimism and soar to-morrow to unjustifiable heights of 
optimism. 

The latest trade figures for the period up to the end of August show a total of 
1,897,000,000 yen imports and 1,467,000;000 yen exports. The returns for trade 
with the United Kingdom for a similar period stand at about 150,000,000 yen 
imports and 75,000,000 yen exports. Notwithstanding the heavy adverse balance, 
the yen to-day is worth nearly 3s. instead of Qs. 03d., the par rate of exchange. This 
fact, coupled with the large and steady imports of gold, which exceed 120,000,000 yen 
since the commencement of the year, prove that Japan’s finances are on a sound basis. 
The continued high rate of exc ange is due partly to the manner in which J apanese 
exchange follows the cross-rate between England and America and partly to the 
fact that, whereas in normal times bankers finance exports by imports, importers 
being at present unable to meet their bills at maturity have to get them renewed, 
bankers must find cash for the export business. This question of the rate. of 
exchange will be dealt with in greater detail in a subsequent despatch. | 

The following brief notes on several of the leading factors in J apanese 
commerce will give an indication as to the present state of affairs. 


Cotton. 


The most striking example of the unbridled speculation which took place in 
Japan at the time of the boom is to be found in the case, of raw cotton and--cotton 
yarn. 

Mutatis mutandis the remarks regarding this business may be applied to any 
other important line. Prior to the war, Japan’s imports of raw cotton, which come 
mostly from India and. America, amounted to an average of 1,607,300 bales. of 


400 lbs. yearly. In 1914 the imports were 1,960,000 bales, while. the following table 
shows the imports for succeeding, years :— 


Bales... 
September 1, 1916, to August 31,1917... we 2,390;400 
September 1, 1917, to August 31,1918 || ...  2280,900: 
September 1, 1918, to August 31,1919 ... ae 2,167,200 
September 1, 1919: to Jul 81, 1920 a : 2,803,600 


Up to the end of August the figure will be nearly 2,900,000 ‘bales. 
allowing for war-time conditions.and the expansion of the 
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A very large part of this cotton was bought at extremely high prices, on which 
there must be a loss of about 50 per cent. The mills were justified in making their 
purchases at these high prices because they were selling their yarn to the yarn 
brokers at figures which showed an excellent return, but now that prices have dropped 
so heavily the yarn brokers protest that it is impossible for them to take delivery 
of their contracts, and accordingly the mills are saddled with their losses on raw 
cotton as well as with their losses on yarn. How severe the fall has been can be 
judged by the fact that in April the quotation for 20’s yarn was 641 yen for April 
and 582 yen for September delivery, and to-day it is 269 yen. 

One may wonder that the cotton mills do not combine to force the yarn brokers 
to carry out their coritracts. I have discussed this point with one of the most 
prominent and soundest cotton spinners in the country (Mr. S. Muto, of the 
Kanagafuchi Cotton Spinning Company), and he told me that such action would not 
only be quite useless, but would not be in accordance with Japanese custom. He said 
that it was a case of giri (an untranslatable expression which implies a moral 
obligation not to oppress the weak or, as one might colloquially say, “Hitting a man 
when he is down is a thing which isn’t done.’’). Practically all the yarn brokers are 
involved in the trouble, and to bring an action against them in the courts would take 
too long a time and would almost certainly result in less being obtained than by a 
friendly compromise. Every endeavour is therefore being made to effect an amicable 
settlement whereby the losses will be proportionately shared. A syndicate has been 
formed, and the Government have advanced 40,000,000 yen to help the parties 
concerned to tide over their difficulties. Further complications have, Moar, been 
introduced because some of the firms, owing to losseg in other directions, are unable 
to carry out their share of the compromise. The parties involved are the cotton 
spinners, the raw cotton merchants, the cotton yarn brokers, the cotton yarn 
exporters, the weavers, and the cotton textile merchants and exporters. The 
ramifications are so great that in the opinion of many competent judges it will be 
impossible to begin to attempt to settle J apan’s other commercial difficultiés until 
this problem has been cleared out of the way.- A more detailed explanation of this 
cotton business is given in Osaka despatch, Overseas Trade, No. 26 (B) of the 
15th July last, written by Mr. R. Boulter, acting vice-consul at Osaka. 

The following are points which also apply to most other industries, and should 
be borne in mind :— 


1. Failure to gauge the consumptive capacity of the country.—Even though the 
cotton spinning industry is very well organised, and the Cotton Spinners’ 
Association publishes full statistics every fortnight, the firms concerned seem to have 
misjudged the situation, and not only to have been far too optimistic with regard 
to the capacity of the domestic market, but also to have ignored the large secret 
stocks which were being speculatively held in godowns and being financed by bankers, 
In the case of other industries, particularly wool, the amount of reliable statistical 
ase available is very small, and even such as there is has not been properly 

igested. 

2. The dishonesty of the brokers.—During the days of the boom these men must 
have made large sums of money, which seem to have vanished, and now that they 
are confronted with losses they refuse to implement their contracts, and attempt 
is get assistance from the Government and the general taxpayer to be kept on their 

eet. : 

As stated above, it does not appear to be in accordance with Japanese custom 
to prosecute them. I attach considerable importance to this point, because in cases 
where foreigners are concerned it is often thought that they are imposed upon when 
they are urged to effect a compromise. In this cotton business most of the parties 
are Japanese, and it is essential in trying to arrange matters between, say, Bradford 
woollen merchants and Japanese buyers, to bear in mind how J apanese conduct their 
affairs vis-a-vis their own people. 

3. Curtailment of production—Instead of cutting their loss and trying to push 
sales abroad, even at an unremunerative figure, attempts are being made to bolster 
up the trade and keep prices at an artificial level by curtailing production. 

4. Machinery contracts—There was a great outcry about the lateness of 
the delivery of British textile machinery, and the Japanese Government took the 
matter up officially and begged that deliveries might be accelerated. All interest 
in this question has now vanished, many machinery contracts have been cancelled, 
and such machinery as arrives is left | ing in the open in the customs compounds. 

5. Labour—In connection with the labour question, it will be recollected that 
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at the Washington Labour Conference Japan undertook to abolish night work for 
women from 1922 onwards, and generally to adopt factory conditions more iti 
conformity with modern European methods. The Bill providing for these reforms 
should have been passed in the last regular session of Parliament, but owing to thé 
dissolution of the Diet and the shortness of the special session, the Bill was post- 
poned until next year. ~ 

Seeing that one of Japan’s chief assets in cotton spinning was cheap labour, 
and particularly night work for women, it might have been thought that at a time 
like this, when the cotton industry is confronted with all sorts of difficulties, 
Japanese mill owners would be prepared to argue that they were not yet in a position 
to abolish night work, but, on the contrary, Mr. Muto (who was the representative 
of the Japanese capitalists at the Washington Conference) assures me that not only 
will there be no difficulty in getting the Bill passed, but that most of the mill owners 
would welcome its immediate application, as it would enable them to carry out what 
he stigmatises as the suicidal policy of further curtailment of output. 

Great importance attaches to the course of prices for American cotton during 
the next few weeks. If a good crop is secured and prices fall any further, the 
Japanese consider that the prospects of recovery of their own market, both for 
cotton and silk, will be impaired. 


Silk. 

The position with regard to silk is almost worse than that of cotton, except 
that we are now dealing with an export instead of an import. Silk before the war 
used to cost on an average about 900 yen a bale, the yen being equal to 2s. O4d. 
In January 1920 the price had been forced up by speculation here and in America 
to 4,500 yen—in March, just before the slump, it was 3,500 yen, in April it had 
fallen to 2,500 yen, in J ial to 1,150 yen, the lowest point touched. (The yen this 
year has fluctuated between 2s. 6d. and 3s.) 

In view of this continuous fall, it will readily be seen how heavy were the 
losses of the speculators. They adopted the usual pian of appealing to the Govern- 
ment for assistance, and invoked the aid of several of the prominent members of the 
Seiyukwai Party. 


(Confidential) 
The politicians who had advance information that the Government were going 
to afiord the necessary assistance are reported to have netted considerable sums. 


_ The Government’s method of relieving the market was to get a company started 
which, with the help of Government funds, would buy up silk when the market fell 
below certain prices. The Teikoku Sanshi or Imperial Silk Filature Company is 
the new company of 16,000,000 yen to which the Government has promised to 
advance 50,000,000 yen at 4:8 per cent., a low rate of interest. Twenty-five per cent. 
of the capital has been paid. The company is compelled to buy when the price of 
silk falls below 1,500 yen; but reelers are not obliged to sell. It-is generally thought 
that if was a mistake to fix the figure as high as 1,500 yen. The dealers wanted 
1,200 yen, which gives a fair return, as the costs of production are estimated at 
between 400 yen to 500 yen a bale against 90 yen before the war, but the politicians 
insisted on the higher figure as it allowed them more scope. In the opinion of many 
good judges, the scheme will fail for the following reasons :— 


_The estimated production is 250,000 bales; 50,000 have been exported since the 
beginning of the season, and there are visible stocks arrived from: the country 


26 


districts of 40,000, leaving a balance of 160,000 bales to come forward during the . 


rest of the season. 

If the company, with the assistance of the Government funds, are compelled 
to buy the present visible stocks—namely, 40,000 bales—at 1,500 yen per bale, the 
outlay will be 60,000,000 yen, and as the capital of the company plus the money 
which the Government will advance is only 66,000,000 yen, there will be practically 
nothing left for the remaining 160,000 bales. 

If the American market were to recover and start buying on a large scale all 
would be well, but apparently the presidential election is’ hampering business’ to a 
great extent, stocks on the other side are very heavy, and American buyers look with 
suspicion on this Government attempt to force up the price. If there is né‘demand 
from the States the Japanese Government are unlikely to be' prepared to go on giving 
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sufficient support to enable the price to be kept for any length of time above its 
natural level, because even now the action of the Government has been severely 
criticised, for it will have been seen that they have responded to the cries of distress 
of the cotton yarn and silk speculators and advanced them 40,000,000 yen and 
50,000,000 respectively. 


Shipping. 

As regards shipping, also, the Government are being called upon to rescue 
those who have got into difficulties, and it is persistently rumoured that an attempt 
is to be made either to nationalise shipping or at least to bring about’a merger of 
the four large shipping concerns—the Ripper Yusen Kaisha, Osaka Shosen Kaisha, 
Toyo Kisen Kaisha, and Kokusai Kisen. Of these, the last-named, which is a new 
company started in 1919, is in a very precarious condition. The Toyo Kisen Kaisha 
also is in none too prosperous a state, in spite of the money it made during the war, 
but the mappa Yusen Kaisha is a rich and well-managed concern, and it is unlikely 
that it will come into any pool unless it has the controlling interest. The Minister 
of Communications is reported to be an enthusiastic believer in the idea of 
nationalisation or a big combination, and it is said that he is in favour of a third 
scheme whereby one huge semi-official company would be formed with the Government 
a the principal shareholder on the same lines as the South Manchurian Railway 

ompany. 

In any case, the fact remains that, notwithstanding the golden days of the war, 
ta list of Japanese shipowners who have retained their fortunes has been reduced 
to five or six. : 


Rice. 


Rice is one of the most important factors in Japanese commerce, for it 
constitutes the principal food of the people. During the past few years there have 
been good crops, and as farmers were able to obtain splendid prices for their rice 
and other produce, the amounts they could afford to spend on fertilisers were 
considerable. 

The latest official estimate of the crop for this year is 57,920,000 koku, 47 per 
cent. below last year, but 6:3 per cent. above the average. On account of the general 
slump in business, however, and the losses in share speculations which the farmers 
incurred (for one of the features of recent stock exchange business has been the 
bullish’ interest shown by farmers who were exploited by travelling touts of the 
Osaka stockbrokers) they have had to part with their holdings of last season’s rice, 
and as the new crop promises well, wholesale prices have dropped from 62 yen to 
25 yen, the lowest figure which has been seen for a long time. Up to the present, the 
retail prices have not fallen, so that there has not been any corresponding reduction 
in the cost of living. The principal effect, therefore, has been to induce a feeling 
of pessimism on the part of the farmers, who cannot afford to buy fertilisers or 
other articles, while the corresponding advantage of a fall in rice which would inure 
to the benefit of the general consuming public has not made itself felt. Conse- 
quently, it may be said that for the moment the good rice crop is having the effect 
of acting as a still further damper on business. 


Fertilisers. 

Connected with rice is the question of fertilisers. In 1913 the import of 
fertilisers amounted to over 70,000,000 yen, or about 10 per cent. of Japan’s imports, 
and this was looked upon as an extraordinary figure. a! 

By 1919, owing partly to an increase in the value of fertilisers, the total had 
advanced to 190,000,000 yen, which was about 9 per cent. of Japan’s total imports. 
For the seven months of 1920, the imports of fertilisers amounted to no less than 
200,000,000 yen, or 12 per cent. of Japan’s total imports. The result, as might 
have been expected, is that the market was overstocked—great losses have been 
incurred and large quantities have had to be re-exported. Incidentally, it may be 
of interest to note that the rice crop in 1914, following upon the 1913 record 
importation of 70,000,000 yen’s worth of fertilisers, was 57,000,000 koku, whereas 
the 1920 crop, following upon importations of fertilisers valued at 190,000,000 yen, 
is estimated at 58,000,000 koku. 


Chemicals. | 
While touching on the subject of fertilisers, it is worth recording that the same 
spirit of speculation which induced the over-buying of beancake, nitrates, and 
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sulphate of ammonia brought about wild purchases in excess of requirements of 
caustic soda, soda ash, carbolic acid, and other chemicals. 


Metals. 


One of the largest items in the import trade is that of metals. During the 
war large fortunes were realised by the importers, and the shortage of iron and steel 
was so great that many new ironworks were commenced and big sums were expended 
on the purchase of the necessary plant. It is said that to-day not one of the new 
ironworks is paying its way, several have had to close, and the others are carrying 
on at a heavy loss. 

There are two factors of special interest connected with the metal trade. One 
is the heavy importation of galvanised sheets and tin plates by concerns which were 
inexperienced in the business and now find themselves burdened with enormous 
stocks which have depreciated in value. The second is the surprising manner in 
which Japan, which is a copper producing and exporting country, suddenly began 
to import copper. In normal years Japan exports about 40,000 tons of copper and 
imports none. For the first half of this year she exported only 3,500 tons and 
imported 20,000 tons. There was no domestic demand to justify such figures, and 
naturally a heavy drop ensued, with the result that the copper has had to be re- 
exported at a serious loss, and the speculators are on the verge of bankruptcy. 


Wool and Woollen Tissues. 

The case of wool and woollen tissues is perhaps of the greatest interest to the 
United Kingdom traders because it was in this line that the greatest development 
promised, and that the heaviest cancellations have occurred. Even to-day, when the 
information available is far fuller than it was a short time ago, it seems surprising 
that the collapse of the woollen market should have been so sudden and so complete. 
The customs returns for the seven months ending the 31st July, 1920, only show 
imports of 12,000,000 yen, and when it is remembered that in the three preceding 
years the imports had only been as follows :— 


Yen. 
1917 — ee 533 ae 6,200,000 
1918 re ae as oF 11,500,000 
1919 ‘mi sui ts i 12,300,000 


it could have been assumed with a certain degree of safety that stocks were short, 
for in pre-war years, when cloth was very much cheaper, imports amounted annually 
to some 10,000,000 yen. 

The trouble lay in the fact that each importer, having made vast profits from 
the cloth he had imported, thought he had discovered a ready means of making 
money to which he alone possessed the key, and he accordingly placed orders for 
far bigger quantities than usual. It will probably never be known how much was 
ordered, but judging by the few cases ohick have come to my knowledge, I estimate 
that the orders placed must have been in the neighbourhood of 80,000,000 yen. 

: Sufficient allowance had not been made for the big increase in Japan’s own 
production, and another factor which has damaged business is the enormous profit 
exacted by the tailors. 

There have, however, been so many cancellations that the prospects for the 
future are becoming slightly brighter, and when the banks are once more prepared 
to grant financial facilities, especially to the smaller firms, the movement of stocks 
should be accelerated. 

The preceding paragraphs have dealt in some detail with the various main 
branches of trade. As regards imports, it will have been seen that in nearly every 
line there have been excessive purchases, with the result that bonded warehouses 
me aie godowns are filled with stocks which it will take several months to 
clear off. 

On the export side, however, the picture is a good deal brighter. It is true that 
in the case of raw silk, which is Japan’s principal export commodity, there has been 
a very severe drop in prices in America, which has resulted in almost complete 
stagnation on this side, but, as might have been expected, the fall has brought out 
buyers for silk piece goods in other parts of the world such as the United Kingdom 
and Australia. 

From the Japanese point of view one of the most reassuring features is the 
renewal of the export trade to Australia. A year ago it was constantly being said 
in the press that the Australians were so disgusted with the bad quality of goods 
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which Japan had exported to them that they would never again buy an article from 
Japan if they could possibly help it. At the time of the armistice all orders were 
cancelled, and Australian merchants began to look to the United Kingdom for 
supplies. Unfortunately, difficulties in delivery and the highness of prices impeded 
the. business which promised so well, and the Australians have once more turned to 
Japan, in many cases buying at higher prices the very articles which they had 
rejected a few months earlier as being of inferior quality. The export figures for 
the cole months up to the end of July are of interest as showing how this trade has 
recovered :— 


Yen. 
Seven months ended July 31, 1918 ee oe 33,900,000 
Seven months ended July 31, 1919 i = 17,000,000 
Seven months ended July 31, 1920 “at oe 33,500,000 


It will be seen that the 1920 figures are nearly up to the record figures of 1918, 
and by the end of September they will probably have passed them, as there are so 
many orders being received from Australia at the present moment, especially for 
silk and cotton piece goods, that it is difficult to secure space on the steamers. This 
example of Australian trade leads one to suppose that if only the Japanese will 
cut their losses and not try to maintain prices at an unnatural level their trade may 
soon recover. 

In conclusion, it may be repeated that, in spite of the pessimistic tone shown 
by the press and by Japan’s leading business men, her condition is sound and her 
banks are well supplied with funds, though they are showing extreme caution in 
lending them. In any case, she is far better off than she. was at-the end of the 
Russo-Japanese war, when she had failed to exact an indemnity and was burdened 
by a heavy external,debt. To-day she is a creditor rather than a debtor nation, and 
she now possesses many large factories and mills. The question is often asked : 
“Where has all the money gone to which these speculators have lost ?’’ The reply 
is that in part the gains were merely on paper, but there have undoubtedly been 
large sums spent on bricks and cement and plant which in time to come, when prices 
find their level, will once more give a return on the money invested in them. The 
bankruptcy of a few rash speculators would clear the air and would tend to sounder 
business in future. The chief danger is that there are so many ramifications between 
the commercial and the political world that it may be thought necessary to bolster 
up those who ought to go. 

I have, &c., 
E. CROWE. 
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sir, 
with reference to my despatch Nufiber 166 (B) 
Overseas Trade, of the 22nd September, and previous 
correspondence on the subject of the present 
commercial depression in Japan, 1 have the honour 
to report that I have recently paid a visit to Osaka 
and Kobe, where the situation is even more acute than 
in the orth, and after interviews with many Leading 
business men, both Japanese and foreign, I have formed 
the following impressions:- 

The general opinion seems to be that matters will 
grow worse before the end of the year and that there 
is no hope of improvement before Spring. Any improve- 
ment which may then be forthcoming will be dependent 
on conditions in America. In spite of the pessimistic 
views which are held by many competent judges I still 
adhere to the opinion expressed in my despatch \vaber 
114 (B), Overseas Trade, of the 6th August, that the 
country as a whole is financially sound. But it 
becomes more than ever necessary to appreciate as an 
important factor in the situation the mercurial 
temperament of the Japanese people which makes them 
siuk to-day to unwarranted depths of pessimism and 


goar tomorrow to unjustifiable heights of optimism. 


The / 
The Comptroller General, 
pepenin ts of eb Trade, 
ONDON. \ 
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The latest trade figures for the period up to 
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the end of August show a total of ¥1,897,000,000 
imports and ¥1,467,000,000 exports. ‘The returns 
for trade with the United Kingdom for a similar 
period stand at about ¥150, 000 , 000 imports and 
B75,000,000 exports. Nothwithstanding the heavy 
adverse balance the Yen to-day is worth nearly 3/- 
instead of 2/04, the par rate of exchange. This 
fact, coupled with the large and steady imports of 
gold, which exceed ¥120,000,000 since the commence 
ment of the year, prove that Japan's finances are 
on a sound basis. The continued high rate of exchange 
igs due partly to the manner in which Japasese exchange 
follows the cross-rate between Eogland and America 
and partly to the fact that, whereas in normal times 
bankers finance exports by imports, importers being 
at present unable to meet their Bills at maturity 
have to get them renewed, bankers must find cash for 
the export business. ‘this question of the rate of 
exchange will be dealt with in greater detail in a 
subsequent despatch. 

The following brief notes on several ef the lead- 
ing factors in Japanese commerce will give an indica- 
tion as to the present state of affairs. 
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yu ph owl COTTON. | The most striking example of tke unbridled 
dole speculation which took place in Japan at the time of 
the boom is to be found in the case of Raw Cotton and 


Potton yarn. 


MataZis mutandis the remarks regarding this business 
as 


may / 


g goo Cc! 


an Rhee 


a8 


may be applied to any other important line. Prior to 


the war, Japan's imports of raw cotton, which come 


mostly from India and America, anounted to an average 


of 1,607,300 bales of 400 lbs.e yearly. 


In 1914 the 


imports were 1,960,000 bales while the following table 


shows the imports for succeeding years:- 


September 18%; 
to 
August 3ls#y 
September let, 
to 
August 313%, 
September lst, 


to 
August 31st; 


September lst, 
to 
July 3lst, 


Up to the 


2,900,000 bales. 


1916) 


1917) 
1917) 


pevcsccccsccce 


1918) 
1918) 


) 
1919) 
1919) 


1920) 


BALES 


2,390,400 - 


2,280, 900 


2,167,200 


2,803,600 


end of August the figure will be nearly 


Even allowing tor war-time conditions 


and the expansion of the cotton spinning industry it 


will be seen that there has been a very heavy importation 


in excess ot requirements, so much so that 


it is ssid 


that to-day there are 1,560,000 bales held by the 


Actton Mills and the fottou merchantsSe 


A very large part ot this cotton was hought at 


extremely high prices on which there must be @ loss 


a 
of about 50%. che fills were justified in making their 


purchases at these high prices because they were 


selling their yarn to the yarn brokers at tigures which 


ghowed an excellent return but now that prices have 


dropped so heavily the yarn brokers protest that it is 


impossible tor them to take delivery of their contracts 
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and accordingly the Mills are saddled with their losses 
on raw cotton ag well as with their losses on: yarn. 
How severe the fall has been can be judged by the fact 
that in April the quotation for 20's yarn was ¥641 for | 
April and ¥582 tor September delivery and to-day it is | 
#269. 

One may wonder that the cotton mills do not combine 
to torce the yarn brokers to carry out their contracts. 
I have discussed this point with one of the most 
prominent and soundest cotton spinners in the country 
(MreSeMuto ot the kanagafuchi Cotton Spinning Company) 
and he told me that such uction would not oniy be quite 
useless but would not be in accordance with Japanese 
custom. He said that it was a case of “giri™ (an 
untranslateable expression which implies &@ moral obliga- 
tion not to oppress the weak or as one might colloquially 
say “Hitting a man when he is down is a thing which isn't 
done"! ). Practically all the yarn brokers are involved 
in the trouble and to bring an action aguinst them in 
the courts would take too long a time and would almost 
certainly result in less being obtained than by a 
friendly compromise. Every endeavour is therefore 
being made to etiect an amieable settlement whereby the 
losses will be proportionally sharede A syndicute hag 
been tormed und the Government have advanged ¥40,000, 000 
to help the parties concerned to tide over their 
diiticulties. #urther complications have, however, 
been introduced because some ot the tirms owing to 
losses in other directions are unabie to carry out their 
Share oi the compromise. she parties invoived are the 
forton Spinners, the Raw Cotton Merchants, the Votton 


Yarn Brokers, the Cotton Yarn Exporters, the Weavers, 
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Peovere, and the otton Pextile Werchants and 
Axporterse The remifications are so great that in 
the opinion ot many competent judges it will be impossi- 
ble to begin to attempt to settle Japan's other 
commercial difficulties until this problem has been 
cleared out of the waye A more detailed explanation 
of this cotton business is given in Osaka despatch, 
Overseas Trade, Nember 26 (B), of the 15th July last, 
written by MreReBoulter, Acting Yice-Yonsul at baad 
The following are points which also apply to 


most other industries and should be borne in mind 


le Failure to gauge the consumptive ca acity of the 
Gountrye— — se 


Even though the cotton spinning industry is very 
well organized ,and the Cotton Spinners’ Association 
publishes full statistics every fortnight, the firms 
coucerned seem to have misjudged the situation and not 
only to have been far too optimistic with regard to the 
capacity of the domestic market but also to have ignored 
the large secret stocks which were being speculatively 
held in godowns and being financed by bankers. In the 
case of other industries, particularly wool, the amount 
of reliable statistical information available is very 
gmall and even such as there is has not been properly 
digested. 


2. ~The dishonesty or the brokerse— 





“ During the days of the boom these men must have 
made large sums of money which seem to have vanished 
and now that they are confronted with losses they 


refuse/ 
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refuse to implement their contracts and attempt to get 
assistance from the Government and the general taz 
payer to be kept on their feet. 

As stated above it does not appear to be in 
accordance with Japanese custom to prosecute them. 
I attach considerable importance to this point because 
in cases where foreigners ere concerned it is often 
thought that they are imposed upon when they ere urged 
to effect a compromise. In this cotton business most 
of the parties are Japanese, and it is essential in 
trying to arrange matters between, say, Bradford woollen 
merchants and Japanese buyers to bear in mind how 
Japanese conduct their atfairs vis-a-vis their om 
pWople. 
3. Curtailment of Productions.‘ 
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Instead ‘of ‘cutting their loss and trying to push 
gales abroad, even at an unrenumerative figure, attempts 
are being made to polster up the trade and keep prices 
at an artificial level by curtailing production. 

4 Machinery ee 

“There wags a great outcry about the lateness of 
the delivery of British textile machinery, and the 
Japanese Governnent took the matter up ofixicially and 
pegged that deliveries might be accelerated. All 
interest in this question has now vanished, many 
michinery contracts have been cancelled and such 


machinery as arrives is left lying in the open in the 


dustoms Compounds. 


5e Labour. os 
an scene 
In connection with the Labour question it will be 


recollected that at the Washington Labour Conterence 


Japan undertook to abolish night work for women from 


4 + Lf Ee é ; 1922/ 


~7- 


1922 onwards and generally to adopt factory conditions 
more in confommity with modern Buropean methods. The 
a providing for these reforms should have been 
passed in the last regular session of Parliament but 
owing to the dissolution of the Diet and the shortness 
of the special session the Bill was postponed uotil 
next yeare 

Seeing that one of Japan's chief assets in cotton 
spinning was cheap labour and particularly night work 
for women it might have been thought that at a time 
like this when the cotton industry is contronoted with 
all sorts of difficulties Japanese mill owners would be 
prepared to argue that they were not yet in a position 
to abolish night work but, on the contrary, Mr.Muto 
(who was the representative of the Japanese capitalists 
at the Washington Conference) assures me that notonly 
will there be no difficulty in getting the Bill passed 
put that most of the mill owners would welcome its 
immediate application as it would enable them to carry 
out what he stigmatizes as the suicidal policy oi turther 
curtailment of output. 

Great importance attaches to the course of prices 
for American cotton during the next few weeks. If a 
good crop is secured and prices fall any turther the 
Japanese consider that the prospects of recovery of 
their own market both for gotton and ilk will be 
impaired. . 
SILK. (me position with regard to gilk is almost worse 
than that of cotton except that we are now dealing with 
an export instead of an import. Silk before the ‘war 


used to cost on an average about ¥900 a bale, the Yen 


being equal to 2/o3d. In January 1920 the price had/ 
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had been forced up by speculation here and in America 
to ¥4,500 - in March, just before the slump it was 
¥3,500, in April it had fallen to ¥2,500, in July to 
¥1,150 the lowest point touched. (The Xen this year 
has fluctuated between 2/6 and 3/-) 
In view of this continuous fall it will readily 
be seen how heavy were the losses of the speculators. 
They adopted the usual plan of appealing to the Govern- 
ment for assistance and invoked the aid ot several of 
the prominent members of the Seiyukwai party. 
(Cant idgptio. (the politicians who had eniae information 
tha e Government were going to artord the necessary 
assistance are reported to have netted considerable sums). 
The Government's method of relieving the market 
was to get & company started which with the help of 
Government funds would buy up silk when the market fell 
below a certain prices. The Teikoku Sanshi or Imperial 
Silk Pilature Company, as the new Zompany of 16 million 
yen to which the Government has promised to advance 50 - 
tet tent” - Menentan fine ponent, 
million yen at 4.8%, a low rate ot interest.’ eo of 
the capital has been paid. The ompany is compelled to 
buy when the price of silk falls below ¥1,500, but 
reelers are not obliged to sell. It is generally thought 
that it was a mistake to fix the figure as high as ¥1,500. 
The dealers wanted ¥1.2U0 which gives a fair return, as 
the costs of production are estimated at between ¥400 
to ¥500 & bale against ¥90 before the war, but the 
politicigns insisted on the higher figure as it allowed 
them more scopéee In the opinion of many good judges 
the scheme will tail tor the following reasons:- 
The estimated production is 250,000 bales. 
50,000 have been exported since the beginning ot the 


season, and there are Visible stocks, arrived from the 
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the country districts of £0,000, leaving 4 balance of 
160,000 bales to come forward during the rest oi the 
season. 

If the Yompany, with the assistance ot the Govern- 
ment funds, are compelled to buy the present visible 
stocks - namely 40,000 bales - at ¥1,500 per bale the 
outlay will be ¥60,000,000 and as the capital of the 


Company plus the money which the Government will advance 


ig only ¥66,000,000 there will be practically nothing 


left for the remaining 160,000 bales. 

If the American market were to recover and start 
buying on a large scale all would be well but apparently 
the Presidential flection is hampering business to a 
great extent, stocks on the other side are very heavy 
and American buyers look with suspicion on this Government 
attempt to force up the price. If there is no demand 
from the States the Japanese Government are unlikely to 
be prepared to go on giving sepeiorent cansurt to enable 
the price to be kept for any length ot time above its 
natural level, because even now the action or the Govern- 
ment has been severely criticized for it will have been 
seen that they have responded to the cries 01 distress 
of the cotton yarn and silk speculators and advanced them 
40 and 50 million ¥en respectively. 

SHIPPING. [ as regards shipping,also the Government 

are being called upon to rescue those who have got into 
difficulties and it is persistently rumoured that an 
attempt is to be made either to nationalize shipping or 
at least to bring about a merger ot the 4 large 
shipping concerns - the Nippon Yusen Kaisha, Osaka 
Shosen Kaisha, “Yoyo xisen kaisha and s,okusai sisen. Of 
these, the last named, which is a new dompany started 
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in 1919, is in & very precarious condition. The 

Toyo Kisen Kaisha also is in none too prosperous a 
state in spite of the money it made during the war 

but the Nippon Yusen Kaisha is a rich and well managed 
concern and it is unlikely that it will come into any 
pool unless it has the controlling interest. The 
Minister of Communications is reported to be an 
enthusiastic believer in the idea of nationalization or 
a big combination and it is said that he is infavour 

of a third scheme whereby one huge semi-official Company 
would be formed with the Government as the principal 
shareholder on the same lines as the South Manchurian 
Railway Company. 

In any case the fact remains that notwithstanding 
the golden days ot the war the list of Japanese ship- 
owners who have retained their fortunes has been reduced 
to 5 or 66 

pur RICE. [Rice is one of the most important factors in 
ae Japanese commerce for it constitutes the principal food 
of the people. During the past few years there have 
been good crops and as farmers were able to obtain splendid 
prices for their rice and other produce the amounts 
they could afford togspend on fertilizers were considerable. 
ihe latest official estimate of the crop for this 
par est” ew: 
year is 57,920,000 koku, 47h below last year but 6.3% 
above the average. On account of the general slump in 
business, however, and the losses in share speculations 
which the farmers incurred (for one ot the teatures ot 
recent stock exchange business has been the bullish 
interest shown by farmers who were exploited by travelling 


touts of the g0saka stock brokers) they have had to 


part with their holdings of last season's rice and 
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as the new crop promises well wholesale prices have 
dropped from ¥62 to ¥25, the lowest figure which has 
been geen for a long time. Up to the present the 
retail prices have not fallen so that there has not 

been any corresponding reduction in the cost ot living. 
the principal etfect theretore has been to induce a 
fefling of pessimism on the part of the farmers who 
cannot aftord to buy fertilizers or other articles while 
the corresponding advantage of a fall in rice which would 
inure to the benefit of the general consuming public 

has not made itself felt. Consequently it may be said 
that for the moment the good rice crop is having the 


effect of acting as a still further damper on business. 


FERTILIZERS. | Connected with rice is the question of 


fertilizers. In 1913 the import of fertilizers amounted 
to over £70,000,000 or about 104 Of Japan's imports, 
and this was looked upon as an extraordinary figure. 

By 1919, owing partly to an increase in the value 
of fertilizers, the total had advanced to 
¥190,000,000 which was about Wf OF Japan's total imports. 
For the 7 months of 192Y, the imports of fertilizers 
amounted to no less than ¥200,000,000 or id oF aaa 
total imports. The result as might have been expected 
is thet the market was over-stocked - great losses 
have been incurred and large quantities have had to 
be re-exported. Incidentally it may be of interest to 
note that the rice crop in 1914 tollowing upon the 1913 
record importation of ¥70,000,000's worth ot fertilizers 
was o7 million koku whereas the 192U crop tollowing upon 


importations of fertilizers valued at ¥190,000,000 is 


estimated/ 
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estimated at 58 million koku. 


CHEMICALS. [mite touching on the subject of fertilizers 


it is worth recording that the same spirit of 
speculation which induced the over-buying of bean- 
cake, nitrates and sulphate of ammonia brought about 
wild purchases in excess of requirements of caustic 


soda, soda ash, carbolic acid and other chemicais. 


METALS. Yous of the largest items in the import 


trade is that ot metals. During the war large 


fortunes were realized by the importers and the shortage 


_ of iron and steel was so great that many new iron 


works were commenced and big sums were expended on the 
purchase ot the necessary plant. It is said that to- 
day not one ot the new Aron yorks is paying its way, 
several have had to close, and the others are carrying 
on at a heavy loss. 


There are two factors of special interest connected 


with the metal trade, one is the heavy importation otf 


galvanized sheets and tin plates by concerns which 

were inexperienced in the business and now find them- 
selves burdened with enormous stocks which have depreciated 
in value. The second is the surprising manner in 

which Japan which is a@ copper producing and exporting 
country suddenly began to import copper. [In normal 

years Japan exports about 40,000 tons of copper and 

imports none. For the first halt ot this year she 

exported only 3,500 tons and imported 20,000 tons. There 
was no domestic demand to justify such figures and 


naturally a heavy drop ensued with the result that the 


copper/ 
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copper has had to be re-exported at a serious less 


and the speculators are on the verge of bankruptcy. 


WOOL & WOOLLEN o1ssugg.—[he case of wool and woollen 


tissues is perhaps ot the greatest interest to the 

United Kingdom eragere because it wag in this line 

that the greatest development promised and that the 
heaviest cancellations have occurred. Even to-day 

when the intormation available is far fuller than it 

was a short time ago it seems surprising that the collapse 
ot the woollen market should have been so sudden and 

so complete. une fastoms eturas tor the 7 months 

ending duly’ Slst, 1920 only show imports of ¥12,000,000 
and when it is remembered that in the 3 preceding years 


the imports had only been as tollows:- 


YEN 
1917 ¥ 6,200,000 
1918 11,500,000 
1919 _ 12,300,000 


it could have been assumed with a certain degree of 
saitety that stocks were short, for, in pre-war years 
when cloth was very much cheaper, imports amounted annually 
to some ¥10,000,000-6 

The trouble lay in the fact that each importer 
having hevine made vast profits from the cloth he had 
imported thought he had discovered a ready means ot 
making money to which he alone possessed the key and he 
accordingly plaeed orders for tar bigger quantities than 
usual It will probably uever be known — much was 
ordered but judging by the tew cases which have come to 
my knowledge I estimate that the orders placed must have 
been in the neighbourhood ot ¥80,000,000- 

Sufttcient allowance had not been made tor the 
big increase in Japan's own production and another 


factor which has damaged business is the enormous protit 
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profit exacted by the tailors: 


There have however been so many cancellations 
that the prospects for the future are beeoming slightly 
brighter and when the banks are once more prepared to 
grant tinancial tacilities especially to the smaller 
firms the movement ot stocks should be accelerated. 

fhe preceding paragraphs have dealt in some detail 
with the various main branches ot trade. As regards 
imports it will have been seen that in nearly every line 
there have been excessive purchuses with the result that 
bonded warehouses and importers godowns are tilled with 
stocks which it will take several months to clear oit. 

On the export side, however, the picture is a good 
deal brighter. It is true that in the case ot raw silk 
which is Japan's principal export commodity there has 
been a very severe drop in prices in 4merica which has 
resulted in almost complete stagnation on this side but 
as might have been expected the iall has brought out 
buyers tor silk piece goods in other parts ot the world 
ee as the United Kingdom and 4ustraliae 

From the Japanese point oi view one ot the most 
reassuring teatures is. the renewal oz the export trade 
to Australisxe A year ago it was constantly being said 
in the yress that the Australians were so disgusted with 
the bad quality ot goods which Japan had exported to 
them that they woulda never again buy un article trom 
Japan it they coula possibly help ite At the time ot 
the armistice all orders were cancelled and sustraiian 
merchants beeen to look to the United kingdom ior 
supplies. Untortunately ditiiculties in delivery and 
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the highness ot prices impeded the business which pro- 
mised so well and the 4ustralians have once more turned 
to Japan, in many cases buying at higher prices the 
very articles which they had rejected a few months 
earlier as being of inferior quality. he export 
figures tor the 7 months up to the end of duly are ot 
interest as showing how this trade has recovered:- 
7 months ended July Slet, 1918... ¥33,900,000 

-d0o-= -do- . 1919.06. 17,000,000 

-d0o- -d0=- 1920.66. 334,500,000 

It will be seen that the 1920 figures are nearly 
up to the record figures of 1918 and by the end of 
September they will probably have passed them as there 
ar2 so many orders being received from Australia at 
the present moment especially for silk and cotton piece 
goods that it is difficult to secure space on the 
steamers. This example of Australian trade leads one 
to gupoose that if only the Japanese will cut their losses § 
and not try to maintain prices at an unnatural level their 
trade may soon recovere 
In conclusion it may be repeated that in spite of 

the pessimistic tone shown by the yress and by Japan's 
leading business men her condition is sound and her 
banks are well supplied with funds though they are showing 
extreme caution in lending them. In any case she is 
far better oti than she was at the end of the Russo- 
Japanese war when she had failed to emact an indemnity 
aod was burdened by a heavy external debt. to-day she 
is a creditor rather than a debtor nation and she now 
possesses many large factories and mills. The question 
is otteu asked 'Wherehas all the money gone to which these 
speculators have lost?' The reply is that in part the 


gains were werely on paper but there have undoubtedly 
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been large sums spent on bricks and cement and plant 
which in time to come, when prices find their level, 
will once more give a return on the money invested in 
them. The bankruptcy of a few rash speculators would 
Clear the air and would tend to sounder business in 
future. The chief danger is that there are so many 
ranifications between the commercial and the political 
world that it may be thought necessary to bolster up 
these who ought to go. 
| I have tee-honvur—teo-be;~ 
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